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2017 IN REVIEW

Jeff Meshey

hanks to our members, our
team members and our
community, 2017 was the
most successful year in Desert
Financial’s history! It was also
a year of great transformation
for us. For the past two decades,
we’ve had an identity crisis. Although
we’ve been a community credit union
all that time, many Valley residents
thought that only teachers and
students could join.
By taking “schools” out of
our name, we have created
clarity in our message, which
will attract more members.
Increased growth will enable us
to better serve our members
and give back even more to our
community. That being said, we
are very proud of our roots as a
credit union for teachers, and we
continue to support education
through grants, supply drives,
financial literacy classes and our
scholarship program.
Last year’s accomplishments
extend far beyond our name
change. We contributed nearly
$2 million to our community,
including a record $607,000
raised for the 1 Darn Cool School
at Phoenix Children’s Hospital.
Our team members volunteered
more than 5,000 hours and
donated over 7,000 books, holiday
gifts and school supplies to help
community members in need.
Desert Financial opened two
new, state-of-the-art branches
in 2017 — one in Moon Valley and

one in Kierland. We established
SwitchThink, an IT subsidiary
that allows us to extend our
reach and connect with credit
unions outside of Arizona. We
implemented upgrades for
our mobile and online banking
systems, and we partnered with
Carvana to offer our members
the opportunity to purchase a
new vehicle from the comfort of
their own home.

We have a new name, a new
identity and a new plan for
success! Leave no doubt,
we are going from good to
great — and we are well
prepared for the future.”
We kicked off Desert Financial’s
Year of Giving at a press
conference held in December,
during which we presented 10
Valley nonprofits with grants
ranging from $5,000–$12,500.
Looking ahead to 2018, our goal
is to give back a total of $7 million
to our members, our team
members and our community! In
addition to awarding our firstever Member Giveback Bonus
of nearly $5 million in cash back
to our members, we are sharing
our success through grants
and donations, Random Acts of
Kindness, and chances to win
exceptional experiences. We will
also be unveiling new business

While our name change to Desert Financial was our primary focus, we
also concentrated on sharing our success with our members, our team
members and our community.

banking products to help local
companies thrive, and we have
increased our Money Market
rates to pay out up to eight times
more dividends than the Big
Banks do.

WE HELPED OUR MEMBERS BUILD A BETTER FUTURE

6,861

When we asked our members
how we could make Desert
Financial even more successful,
they said that we should take
care of our employees first. To
that end, we boosted our bonus
structure in 2017 and added
parental leave and community
service hours to our benefits —
all without any increase in benefit
cost to our team members. We
implemented these changes
to improve the lives of our
team members; as a result, we
received our highest-ever job
satisfaction rating in 2017.
Along with being named one of
the top companies in the Valley
to work for by Phoenix Business
Journal, we were also chosen
as Ranking Arizona’s #1 Credit
Union in Arizona. I am grateful
to the members and team
members who have supported
Desert Financial during our
year of transformation, and I
look forward to sharing our
continued success with you in
the years to come.
All the best,

benefitted from
refinancing their vehicles

3,009

were able to tap into
their home’s equity

13,519

saved money on loans with
Relationship Rewards

WE ADDED BENEFITS FOR OUR TEAM MEMBERS

8 HOURS
of annual paid
volunteer time

4 WEEKS

ZERO

of parental
leave

benefit cost
increase

WE GAVE BACK NEARLY $2 MILLION TO OUR COMMUNITY

40,000

$

in college
scholarships

1,629

people helped by
financial wellness
workshops

607,000

$

raised for Phoenix
Children’s Hospital

7,000+

items donated to
children in need
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Consolidated Statements of Financial Condition

I

91%
Employee Satisfaction Rating
This past year was no exception.
In 2017, our loan originations
grew by over 8%, for a total
of nearly $2 billion. More
importantly, we helped 2,572
members purchase a home and
saved our members more than
$78,000 in the first month of a
new loan in loan interest with our
Relationship Rewards program.
We continue to give back by
donating our time, talents and

1.7%
Return on Assets
funds to organizations dedicated
to serving our community. We
launched the Desert Financial
Foundation, renewing our
commitment to the community by
expanding our financial education
programs, increasing support
for local organizations and
enhancing student scholarship
programs. We added new
benefits for our hardworking
Desert Financial team members,
and our bonus structure became
more meaningful with the
addition of quarterly payouts
based on the achievement
of company-wide goals.
Though we measure our success
in more than just numbers, the
financial health of our company
is one of the best indicators of
our strength. Following another
excellent year, our return on
assets was nearly 1.7%. Loan
growth was over 8%, and we

ended the year on a strong
note, with a net worth ratio of
nearly 13%. To put that number
into perspective, the National
Credit Union Association (NCUA)
considers a net worth above 7%
well capitalized — which means
that our net worth ratio is strong.

$

Nearly

2 BILLION
In Loan Originations

I would like to extend special
thanks to our volunteer board and
supervisory committee for your
continued support, and to the
members and Desert Financial
team members who make our
success possible. With your
help, we will continue to grow
and thrive in the years to come.

JOHN C. FUNG | Chairman

A NOTE FROM OUR SUPERVISORY COMMITTEE
To reflect our commitment to and our vested interest in our members, the Supervisory Committee partners with our internal and external audit and accounting teams to oversee Credit
Union activity. The results of our external audits reflect a continued strong adherence to sound internal controls and safe, conservative business practices.
This report is a testament to Desert Financial’s commitment to responsible and sound financial practices. As a result, our members can remain confident in our continued success.

Consolidated Statements of Financial Condition

2017

ASSETS

John C. Fung

t’s amazing to see how far our
credit union has come since
1939. From the time that Desert
Financial was first founded,
through financial ups and
downs and two name changes,
we have never wavered in our
commitment to our members,
our team members and our
community. We have grown
and prospered more than we
ever imagined we could.

DESERT FINANCIAL
CREDIT UNION AND SUBSIDIARIES

Cash and cash equivalents
Investment securities
Trading
Available-for-sale
Held-to-maturity
Loans held-for-sale
Loans to members, net of allowance for loan losses
Accrued interest receivable:
Loans
Investments
Other real estate owned and other assets in liquidation
Federal Home Loan Bank (FHLB) stock
Prepaid and other assets
Life insurance policies
Mortgage servicing rights
Property and equipment
NCUSIF deposit
Total assets

Year ended December 31,

Liabilities
Members’ shares and savings accounts
Borrowed funds
Postretirement healthcare liability
Defined benefit pension liability
Accounts payable and other accrued liabilities
Total liabilities

Total liabilities and members’ equity

2016

$67,648,411
70,483,832

$60,779,189
54,124,644

$138,132,243

$114,903,833

12,636,639
16,741,770

5,520,168
10,477,371

$29,378,409

$15,997,539

108,753,834

98,906,294

(8,298,233)
117,052,067

(2,093,780)
101,000,074

Fees and service charges
Interchange income
Gains on sales of loans
Sales of insurance and investment products
Loan servicing fees
Gains on capitalization of mortgage servicing rights
Gains on disposition of other real estate owned
(OREO) and other assets in liquidation
Other miscellaneous income

48,626,054
31,047,720
8,943,274
6,926,307
4,366,771
3,544,212

47,350,996
29,825,336
9,531,423
5,841,586
3,237,185
4,240,727

1,134,705
605,585

668,302
141,265

Total non-interest income

$105,194,628

$100,836,820

Compensation and benefits
91,276,833
Office operations
33,067,783
Occupancy
9,951,798
Member education and marketing		
7,856,393
Professional and outside services
3,798,499
Operating expenses
2,743,768
Loan servicing		
1,996,226

82,825,041
31,140,130
9,619,256
7,265,059
3,139,002
2,743,768
874,790

$150,919,315

$138,107,002

$71,327,380

$63,729,892

INTEREST INCOME

$171,790,145

$216,207,786

Loans to members
Investments

2,042,762
1,066,059,257
930,303,329
23,097,281
1,911,523,717

1,568,512
1,027,065,612
814,366,524
15,699,363
1,760,654,150

4,153,351
9,282,021
5,891,115
46,278,000
16,778,446
26,355,359
9,985,466
67,947,631
36,124,378

3,743,653
8,538,800
7,646,317
42,930,000
14,931,620
—
9,684,212
68,204,663
32,820,698

$4,327,612,258

$4,024,061,910

3,661,791,206
50,000,000
5,911,006
9,109,179
60,701,590

3,455,398,082
50,000,000
5,770,976
6,666,356
43,645,852

$3,787,512,981

$3,561,481,266

29,788,065
522,642,271
(12,331,059)
540,099,277

29,788,065
451,314,891
(18,522,312)
462,580,644

$4,327,612,258

$4,024,061,910

MEMBERS’ EQUITY — SUBSTANTIALLY RESTRICTED
Regular reserve
Undivided earnings
Accumulated other comprehensive loss
Total members’ equity

2017

2016

LIABILITIES AND MEMBERS’ EQUITY

Year ended December 31,

Total interest income

INTEREST EXPENSE
Members’ share and savings accounts
Borrowed funds
Total interest expense

Net interest income

PROVISION FOR LOAN LOSSES (RECAPTURE)
Net interest income after provision for loan losses

NON-INTEREST INCOME

NON-INTEREST EXPENSES

Total non-interest expenses

NET INCOME

